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hospital  insurance  program  and  the  car¬ 
rier  handling  pasnnents  imder  the  siu>- 
plementary  medical  insurance  program 
to  resolve  the  issue — by  negotiation  if 
possible,  otherwise  by  time  studies  or 
other  suitable  methods.  The  amount 
attributed  to  the  care  of  patients  will,  to 
the  extent  of  services  rendered  to  supple¬ 
mentary  medical  insurance  beneficiaries 
(identified  in  accordance  with  S  405.463) , 
be  recognized  as  proper  charges  to  such 
patients,  reimbursable  under  the  supple¬ 
mentary  medical  insurance  program. 
The  amount  attributed  to  service  to  the 
institution  will  be  recognized  as  a  hos¬ 
pital  cost  under  the  hospitsil  insurance 
program. 

(b)  Scope  and  effect  of  agreement. 
Typically,  contracts  between,  hospital- 
based  physicisuis  and  hospitals  provide 
for  the  payment  of  an  aggregate  amount 
(in  the  form  of  a  salary,  a  percentage  ar¬ 
rangement,  or  on  some  other  basis)  to 
the  physician  for  all  of  his  services  within 
the  institution  without  a  service-by-serv¬ 
ice  itemization.  Where  the  physician  is 
on  salary  and  normally  spends  full  time 
in  administration  of  departmental  af¬ 
fairs,  the  full  salary  may  be  considered 
a  hospital  cost  iton  and  the  hospital  in¬ 
surance  program  established  under  Title 
XVIU  wiU  bear  its  proportionate  share  of 
such  cost.  Where  a  salaried  physician 
devotes  only  part  of  his  time  to  institu¬ 
tional  affairs  and  also  renders  an  appre¬ 
ciable  volume  of  personal  patient  care, 
only  part  of  his  salary  may  be  attributed 
to  hospital  costs  since  the  law  requires 
that  “medical  or  surgical  services”  must 
be  excluded  in  determining  hospital  <x>sts 
under  the  hospital  insurance  program. 

(c)  Allocation  of  compensation  by 
parties.  An  agreement  by  the  parties 
that  a  certain  portion  of  the  physician’s 
compensation  will  be  excluded  from  hos¬ 
pital  costs  and  will  be  charged  to  those 
patients  who  are  identified  in  accordance 
with  §  405.483  will  be  respected  unless, 
because  of  the  small  portion  of  time  the 
physic^n  devotes  to  the  personal  care 
of  patimts,  such  an  agreement  could  lead 
to  unreasonable  charges  to  such  patients. 

§  405.485  Srhedule*  of  charges  for  Part 
B  physician's  services. 

(a)  Principle.  Once  the  portion  of  a 
physician’s  compensation  attributable  to 
professional  services  to  sApplonentary 
medical  Insurance  beneficiaries  has  beeh 
determined,  a  schedule  of  charges  can  be 
developed.  ’To  be  deemed  reasonable  the 
charges  should  be  designed  to  yield  him 
in  the  aggregate,  as  nearly  as  may  be 
possible,  an  amount  equal  to  such  portion 
of  his  compensation.  As  among  the  pa¬ 
tients  to  charged  (identified  in  ac¬ 
cordance  with  $405,483),  the  allocation 
of  charges  may  be  based  on  a  schedule  of 
relative  values,  on  a  uniform  percentage 
of  the  charges  made  by  the  hospital  or 
the  physician  to  other  patients  for 
both  professicmal  and  supporting  compo¬ 
nents  of  the  services,  or  on  another 
method  approved  by  the  carrier  as 
equitable. 

(b)  Development  of  schedules.  Since 
the  present  almost  universal  practice 
does  not  separate  the  professional  serv- 
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furnished  for  the  use  of  the  physician  in 
ices  to  individual  patients  frmn  the  other 
comp(ments  of  hospital-based  physi¬ 
cians’  services  for  purposes  of  determin¬ 
ing  the  manner  or  amount  of  his  com¬ 
pensation,  it  is  necessary  to  devise  a 
method  for  making  this  separation.  The 
apprcMch  set  forth  in  this  section  starts 
with  the  assumption  that  the  present 
level  of  compensaticm  of  hospital-based 
physicians  is  reasonable.  The  assump¬ 
tion,  of  course,  is  open  to  challenge  in 
any  given  case,  and  the  carriers  must 
deal  with  such  challenges  on  the  basis 
of  prevailing  rates  of  compensation  in 
comparable  institutions.  Over  a  period 
of  time  the  schedules  of  charges  will  be 
subject  to  revisicm  in  the  light  of  changes 
in  the  prevailing  levels  of  compensation. 

§  405.486  Effect  of  physirisn'a  aMunip- 
tion  of  operating  coatii. 

(a)  Principle.  Where  a  hospital- 
based  physician  himself  befu-s  some  or 
all  of  the  costs  of  operation  of  a  hospital 
department  and  bills  his  patients  directly 
rather  than  through  the  hospital,  the 
reasonable  charges  for  his  services  recog¬ 
nized  under  the  supplementary  medical 
insurance  program  will  reflect  the  costs 
so  borne  by  him.  Where  all  the  costs  are 
to  be  borne  by  the  physiciam,  charges 
heretofore  established  for  such  services 
by  agreement  between  the  physician  and 
the  hospital  may  be  acceptable  as  rea- 
s(»able  charges  for  purposes  of  the  sup¬ 
plementary  medical  insurance  program, 
but  they  will  require  adjustment  either 
upward  or  downward  if  the  hospital  has 
been  bearing  a  cost  significantly  greater 
or  less  than  its  share  of  the  proceeds  of 
such  charges. 

(b)  Billing  for  physician  services.  (1) 
Where  billing  for  in-hospital  services  of 
physicians  is  by  or  through  the  hospital, 
the  supporting  component  of  the  sei^(^ 
must  be  paid  for  under  the  hospital  in¬ 
surance  program,  even  though  the  physi¬ 
cian  bears  some  or  all  of  such  costs  under 
a  concession  or  lease  or  other  anange- 
moit.  (Under  a  billing  procedure  by 
which  the  hospital  bills  both  the  hospital 
portion  of  the  charges  and  the  physi¬ 
cian’s  reasonable  charges,  the  name  of 
the  physician  need  not  be  shown  on  the 
bill,  althoiigh  the  amount  of  the  charge 
which  is  Oompensable  imder  the  supple¬ 
mentary  medical  insurance  program 
should  be  so  identified.)  In  such  a  case, 
the  hospital  will  be  expected  to  make  an 
appre^riate  payment  to  the  physician  on 
account  of  the  costs  borne  by  him. 

(2)  Where  the  physician  bills  the  pa¬ 
tient  directly,  on  the  other  hand,  costs  of 
operating  the  hospital  department  which 
are  borne  by  the  physician  will  be  re¬ 
flected  in  his  reasonable  charges  which 
are  ccxnpensable  under  the  supplemen¬ 
tary  medical  insurance  program;  the 
hospital  will  receive  reimbursement 
through  the  hospital  insurance  program 
for  those  costs  which  it  incurs.  Where 
a  hospital  initially  pays  some  or  all  of  the 
operating  expenses  of  a  hospital  depart¬ 
ment  (eg.,  pays  the  salaries  of  nonpro¬ 
fessional  personnel  and  purchases  sup¬ 
plies  and  equipm^t),  even  though  sub¬ 
sequently  those  items  and  services  for 


which  it  pays  the  operating  expenses  arc 
return  fOr  an  agreed  upon  payment  by 
the  physician  to  the  ho^ital,  such  oper¬ 
ating  costs  are  reimbursable  under  the 
hospital  Insurance  program  as  hospital 
costs,  and  are  not  to  be  reflected  in  the 
reasonable  charges  of  the  physician 
Any  payments  received  by  the  hospital 
under  such  an  arrangement  would  be 
treated  as  a  reduction  of  allowable  costs 
of  the  hospital  reimbursable  through  the 
hospital  insurance  program. 

(3)  ’The  objective  in  determining  rea¬ 
sonable  charges  where  the  physician  bills 
patients  directly  is  the  same  as  that  ex¬ 
pressed  in  f  405.485(a) ;  to  bring  about 
as  little  change  as  possible  (in  the  normal 
case)  in  the  compensation  the  physician 
receives  for  his  professional  services  in 
the  ho^ital. 

(4)  Where  a  hospital  has  been  receiv¬ 
ing,  as  its  portion  of  the  receipts  for 
such  services,  significantly  more  or  less 
than  the  costs  the  hospital  has  incurred 
in  the  provision  of  the  services,  this  ex¬ 
cess  or  shortage  should  not  be  trans¬ 
ferred  from  the  hospital  to  the  physician 
merely  because  he  decides  to  bill  his 
patients  directly.  Since  payment  to  the 
hospital  is  made  on  the  basis  of  its  rea¬ 
sonable  costs  for  all  hospital  services,  the 
transfer  of  such  excess  or  shortage  to  the 
physician  necessarily  would  alter  the 
total  cost  of  patient  ho^ital  and  medical 
care — a  result  which  the  legislation  was 
not  intended  to  bring  about.  The  rea¬ 
sonable  charges  of  a  physician  who 
enters  into  a  lease  or  similar  arrange¬ 
ment  with  a  hospital  imder  which  the 
];^^cian  assumes  the  costs  of  operating 
the  department  and  bills  the  patients  di¬ 
rectly  would  be  based  upon  the  remuner¬ 
ation  he  received  for  his  services  prior 
to  the  leasing  arrangonent  plus  his  rea¬ 
sonable  costs  of  operation  as  reflected  by 
the  hospital’s  <x>st  experience  in  provid¬ 
ing  such  services.  Reasonable  charges, 
so  determined,  would  be  subject  to  ap¬ 
propriate  future  adjustment  to  take  into 
account  changing  economic  factors. 

(5)  Since  physl<dans’  charges  gen¬ 
erally  are  to  be  Judged  on  the  basis  of 
prevailing  practices  in  the  community,  it 
may  be  argued  that  the  charges  of  a 
ho^ital-based  physician  who  elects  to 
bill  his  patients  directly  should  be  meas¬ 
ured  by  the  charges  of  nonhoa9>ital  labo¬ 
ratories,  clinics,  and  the  like  for  similar 
services.  The  situations,  however,  are 
frequently  not  comparable  because  of  the 
large  volume,  and  consequent  low  unit 
cost,  of  a  laboratory  that  performs  all  of 
the  services  required  in  a  hospital.  Al¬ 
though  charges  prevailing  in  nonhospital 
laboratories  are  to  be  taken  into  account, 
they  will  not  be  guides  for  determining 
reasonable  charges  in  situations  where 
they  would  produce  an  unreasonable 
result. 

(6)  Also,  tangentially  related  to  the 
issue  of  lulling  for  in-ho^itsd  services  of 
physicians  Is  the  question  of  billing  for 
diagnostic  or  therapeutic  items  or  serv¬ 
ices  not  furnished  in  a  hospital  depart¬ 
ment,  but  under  arrangements  made  by 
the  boq;>ital  with  outside  laboratories  for 
such  items  or  services.  Many  ho^itals. 
eqiiecially  smaller  hospitals,  do  not  main¬ 
tain  full  labcxatory  facilities.  Such  in- 
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stltutions  frequently  enter  into  arrange¬ 
ments  with  independent  laboratories  for 
the  performance  of  diagnostic  proce¬ 
dures,  as,  for  example,  in  the  field  of 
pathology.  In  such  instances,  tsrpically, 
the  laboratory  bills  the  hospital  for  the 
services  performed,  and  the  hospital, 
under  present  practices,  bills  the  patient. 
It  would  appear  that  services  performed 
under  such  an  arrangement  would  be  in¬ 
cluded  as  inpatient  hospital  services,  and 
the  cost  thereof — that  Is,  the  cost  the 
hospital  incurs  in  paying  the  laboratory’s 
charges  for  the  services — would,  if  rea¬ 
sonable,  be  reimbursable  under  the  hos¬ 
pital  insurance  program. 

§  405.4S7  Maintenance  of  record*. 

(a)  Principle.  Hospitals  and  hospital- 
based  physicians  will  be  required  to  keep 
records  and  furnish  information  to  sub¬ 
stantiate  the  agre«nents  they  enter  into 
with  respect  to  the  allocation  of  the  com¬ 
pensation  of  the  physicians. 

(b)  Rationale  to  support  agreements 
for  allocation  of  compensation.  (1) 
Where  the  agreement  between  the  hos¬ 
pital  and  the  physician  allocates  the 
physician’s  compensation  between  serv¬ 
ices  covered  under  the  hospital  insur¬ 
ance  program  and  those  covered  under 
the  supplementary  medical  Insurance 
program  reasonably,  it  will  generally  be 
accepted  if  the  parties  concerned  furnish 
an  acceptable  rationale  for  the  alloca¬ 
tion.  Such  allocation  (made  in  accord¬ 
ance  with  S  405.484)  should  be  capable 
of  substantlatlcm  by  the  hoq>itai  and  the 
physician.  If  either  the  Part  A  inter¬ 
mediary  or  Part  B  carrier  believes  that 
the  rationale  does  not  Justify  the  allo- 
catirni,  it  will  notify  the  other  so  that 
coordinated  action,  if  necessary,  can  be 
undertaken. 

(2)  Under  these  principles,  it  is  recog¬ 
nized  that  a  physician  who  serves  two 
or  more  hospitals  may  under  his  agree¬ 
ments  have  significantly  different  allo¬ 
cations  and  consequently  significantly 
different  charges  for  the  same  service  In 
the  different  hospitals  served  by  him. 

§  405.488  Application  of  principles. 

(a)  Nothing  in  the  foregoing  princi¬ 
ples  restricts  the  right  of  the  physician 
(in  the  absence  of  his  acceptance  of  an 
assignment  by  the  patient)  to  determine 
the  amount  of  his  charge  to  the  patient 
for  his  services,  or  restricts  the  hospital 
and  the  physician  in  providing  for  suCh 
disposition  of  the  payments  received 
from  the  health  insurance  programs  and 
the  beneficiaries  under  the  programs  as 
they  may  agree  upon. 

(b)  The  total  costs  of  services  to  in¬ 
patients  and  ou^atients  prior  to  the 
inauguration  of  this  program  should  not 
be  increased  solely  by  reason  of  the  re¬ 
quirement  for  division  of  payments  for 
such  services  between  the  hospital  in¬ 
surance  program  and  the  sui^lementary 
medlcad  insurance  program. 

(c)  The  foregoing  principles  will,  to 
the  extoit  they  are  anDllcable,  also  gov¬ 
ern  reimbursement  in  cases  where  p^- 
sicians  have  a  financial  arrangement  oi 
the  kind  referred  to  in  i  405.480(c)  with 
an  extended  care  facility  or  home  health 
agency  and  where  a  hospital-based  phy¬ 


sician  provides  services  to  the  hoqiital’s 
outpatients. 

IU.URSATION  or  MRWOOOI.OaT  VOB  Atpuca- 

Tioit  or  TKB  PantcmjM  voa  RsncaussB- 

ICXNT  or  H08nTAI.-BAaKD  PaVSlCIANS*  Sbbv- 

icn  Dkscsibzd  nt  PaorossD  ||  40S.480 

Thbouoh  405.488,  Sospabt  D  or  Past  405, 

Tnu  20,  CFR 

The  methodology  Is  described  In  a  setting 
In  which  there  Is  a  single  physician  In  the 
hospital's  pathology  or  radiology  or  other 
department.  Where  there  is  more  than  one 
physician  In  a  particular  department,  the 
term  "physician"  should  be  read  as  “phy¬ 
sicians,"  and  where  quantitative  factors  are 
stated  or  derived  they  should  be  combined 
for  all  such  physicians. 

(a)  Separating  hospital  payments  to  phy¬ 
sicians  into  the  Part  A  and  Part  B  compo¬ 
nents  as  the  basis  for  determining  Part  B 
charges.  ( 1 )  Whether  the  physician  and  hos¬ 
pital  agree  to  utlllae  the  Item-by-ltem  rec¬ 
ordation  and  bilUng  method  described  |  405.- 
483(b)  or  the  optional  method  described  In 
I  405.483(c).  It  Is  necessary  to  establish  the 
basis  for  determining  the  amount  of  Part  B 
charges.  For  this,  the  first  step  Is  to  ascer¬ 
tain  the  total  amount  the  physician  Is  to  be 
paid  by  and  through  the  hospital  during  the 
coming  year  imder  the  arrangement  as  agreed 
by  the  parties.  Where  the  physician's  com¬ 
pensation  Is  a  percentage  either  of  gross  or 
net  departmental  Income  or  figured  on  some 
other  basis  under  which  the  amount  of  his 
compensation  Is  not  fixed  In  advance,  the 
amount  of  total  payments  to  the  physician 
from  and  through  the  hospital  can  bs 
properly  estimated  by  adjusting  the  amount 
of  payments  to  him  for  the  previous  year 
to  take  account  of  anticipated  changes  In 
the  volume  and  character  of  the  procedures 
to  bs  performed  and  other  factors  that  wlU 
affect  Income.  Once  the  physician's  total 
InccMne  from  and  through  the  hospital  Is 
ascertained.  It  la  Immaterial  to  the  determi¬ 
nation  of  the  Part  B  charges  whether  the 
payment  to  him  Is  made  as  a  salary,  as  a 
percentage-of-gross  Income,  or  as  payment 
from  the  hospital  under  some  other  arrange¬ 
ment. 

(3)  Next,  any  amounts  that  the  physician 
may  receive  as  reimbursement  for  costs  be 
bears  In  furnishing  supplies,  employing  per¬ 
sonnel  and  meeting  other  expenses  are  to  be 
subtracted  from  the  amount  of  payments 
to  him  to  ascertain  the  physician’s  compen¬ 
sation  for  his  personal  services  for  the  year. 
The  costs  that  are  subtracted  are  relmbius- 
able  as  hoq>ltal  costs  and  not  to  be  taken 
Into  account  In  determining  the  physician’s 
Part  B  charge,  as  explained  In  1406.486(a). 

(3)  From  the  physician’s  compensation 
for  his  personal  services,  as  derived  In  accor¬ 
dance  with  sut^iaragrapbs  (1)  and  (3)  of 
this  paragraidi,  there  must  be  subtracted 
compensation  for  the  portion  of  the  time  the 
physician  spends  In  the  hospital  perform¬ 
ing  research,  teaching,  administration,  and 
other  activities  which  are  not  personal  serv¬ 
ices  to  Individual  patients  and  which,  there¬ 
fore.  do  not  meet  the  criteria  prescribed  In 
the  first  sentence  of  1406.483(a).  Tb  as¬ 
certain  the  amount  of  the  pbyriclan'B  com¬ 
pensation  for  such  services.  It  would  be  ap¬ 
propriate  to  consider  the  compensation  for 
them  to  be  paid  In  proportion  to  the  time  he 
devotes  to  them.  For  example,  a  finding 
that  15  percent  of  a  physician’s  time  In  the 
hospital  Is  spent  In  teaching.  80  percent  per¬ 
forming  administrative  services,  and  30  per¬ 
cent  performing  autopsies  and  other  activi¬ 
ties  not  Identified  as  services  to  Individual 
patients  would  Indicate  that  the  remaining 
85  percent  of  his  compensation  for  i>ersonal 
servloes  Is  properly  attributable  to  services 
for  Individual  patients  for  which  a  Part  B 
charge  may  be  made  when  furnished  to  Part 
B  beneficiaries.  The  amount  so  determined. 


while  relating  to  Part  B  type  services  to  all 
patients  will  nevertheless  serve  as  the  basis 
for  establishing  the  amount  of  charges  for 
physician's  services  to  Part  B  beneficiaries 
In  accordance  with  either  of  the  procedures 
set  forth,  respectively.  In  paragraph  (b)  and 
(d)  of  this  section. 

(b)  Determining  the  Part  B  charge  for 
individual  procedures  under  the  item-hy- 
item  approach.  (1)  Under  the  Item-by-ltem 
approach  described  In  |  4<)5.483(b) ,  an  evalu¬ 
ation  must  be  made  of  each  separate  proce¬ 
dure  or  type  of  procedure  to  determine  that 
part.  If  any.  that  Is  a  service  rendered  In  per¬ 
son  by  the  physician  to  the  Indlvldxml  patient 
for  which  a  charge  may  be  made  under  Part 
B.  Section  405.4S6(b)  stipulates  that  In 
developing  a  schedule  of  Part  B  charges,  the 
schedule  must  be  devel<^;>ed  In  such  a  way  as 
to  yield  an  amount  of  charges  which.  In  the 
aggregate,  equals  the  i^yslclan's  compen¬ 
sation  for  personal  services  to  Individual 
patients,  the  calculation  of  which  is  de¬ 
scribed  In  paragri^>h  (a)  (8)  above. 

One  acceptable  methodology  for  devel<^- 
Ing  a  schedule  of  Itemised  Part  B  charges 
complying  with  the  iwlnclple  of  If  405.485 
(b)  and  406.488  Is  outlined  below: 

(I)  Bach  procedure  that  Involves  a  signif¬ 
icant  element  of  the  physician’s  services  to 
Individual  patients  would  be  assigned  a  nu¬ 
merical  value  equal  to  the  portion  of  the 
customary  amount  billed  by  the  hospital  for 
the  procedure  which  recognises  such  ele¬ 
ment  In  due  measure.  For  example.  If  the 
customary  charge  for  procedure  X  has  been 
$5  and  one-half  the  charge  expresses  the 
portion  that  Is  for  the  physician’s  services 
In  person  to  Individual  patients  whni  the 
procedure  U  performed,  a  numerical  value  of 
3fi  (one-half  of  85.00)  would  be  assigned  to 
the  procedure.  A  procedure  that  does  not 
have  a  significant  Part  B  component  would 
not  be  assigned  a  numerical  value. 

(II)  The  numerical  value  for  each  pro- 
cediue  la  then  miilttpllsd  by  the  number  of 
times  It  Is  sstlmated  that  the  procedure  will 
be  performed  during  the  coming  year.  The 
amount  of  the  physician’s  total  compen¬ 
sation  for  Part  B  type  services,  as  ascertained 
In  accordance  with  paragraph  (a)  (3)  above. 
Is  then  divided  by  the  sum  of  these  products 
to  yield  the  monetary  value  of  eMh  single 
unit  of  numerical  value  assigned  to  the  re- 
q>ectlve  procedures. 

(III)  The  monetary  value  of  a  single  unit 
of  numerical  value  Is  then  multiplied  by  the 
numerical  value  that  has  been  assigned  to 
each  i»xx:edure,  and  the  product  represents 
the  Part  B  component — that  Is.  the  amount 
chargeable  under  Part  B  for  the  procedure. 

An  alternative  methodcdogy  for  arriving 
at  a  schedule  of  Part  B  charges  for  each 
such  procedure  (e.g.,  a  biopsy  or  bone  nuu*- 
row  study)  would  be  to  —■ to  each 
procedure  a  percentage  of  the  physician 
compensation  found.  In  accordance  with 
paragraph  (a),  above,  to  be  attributable  to 
servloes  to  patients.  The  amount  of  com¬ 
pensation  allocated  In  this  manner  to  each 
procedure,  when  divided  by  the  projected 
number  of  times  the  procedure  Is  p^ormed, 
would  ylrid  the  amount  of  Part  B  charge  for 
each  such  procedure  Included  In  the 
s<^edule. 

Whatever  methodology  Is  used,  rounding 
of  the  resulting  amounts  would  be  deemed 
appropriate  under  a  consistent  method  de¬ 
signed  not  to  affect  significantly  the  aggre¬ 
gate  amount  of  the  Part  B  charges. 

(3)  The  schedule  of  Part  B  charges  so 
developed  by  the  boq;>ltal  and  physician  Is 
to  be  submitted  by  the  parties  to  the  Part 
A  Intermediary  and  ths  Part  B  carrier  to¬ 
gether  with  data  on  the  determination  de¬ 
scribed  In  paragraph  (a)(8)  above  and  a 
brief  description  of  the  derivation  of  ths 
schedule.  In  addition,  the  following  Infor- 
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matlon  should  be  submitted  for  the  pro* 
cedures  listed  on  the  schedule: 

(I)  The  estimated  number  of  times  the 
procedure  will  be  performed  In  the  hospital 
during  the  12-month  period  for  which  the 
schedule  U  applicable.  (Oranparable  daU 
for  a  representative  past  period— e.g.,  a 
year— should  also  be  submitted  with  an  ex¬ 
planation  of  any  significant  deviations.) 

(II)  The  customary  amount  billed  by  the 
hospital  for  the  procedure.  Inclusive  of  both 
Part  B  and  Part  A  portions  of  the  service 
Involved  In  the  procedure. 

(C)  Approval  of  achedale  of  Part  B  cKarget 
determined  on  an  item-by-item  basis.  The 
Part  B  carrier  would  approve  the  schedule 
of  Part  B  charges  If  It.  with  the  advice  of 
the  Part  A  Intermediary,  concurred  In  the 
physician's  and  hospital’s  determination 
under  paragraph  (a)(3)  above  concerning 
the  portion  of  the  physician's  compensation 
for  personal  services  In  the  c^lng  year 
which  U  attributable  to  Part  B  tyi>e  services 
and  provided  that  such  portion  of  compen¬ 
sation.  plus.  In  cases  where  the  physician 
bills  directly,  the  portion  attributable  to 
coets  of  operation  of  the  hospital  depart¬ 
ment  borne  by  him.  If  any  (see  sec.  405.480) . 
approximates  the  sum  of  the  producU  of 
(1)  the  number  of  the  Individual  procedures, 


as  described  in  subsectlcm  (b)  (3)(1).  and 
(2)  the  Part  B  charges  for  each  such  pro¬ 
cedure. 

(d)  Computing  the  Part  B  eomponent 
under  the  optional  method.  (1)  Where,  be¬ 
cause  of  the  high  volume  at  low-cost  pro¬ 
cedures  or  the  lack  of  necessary  statistical 
data.  It  would  not  be  feasible  for  the  physi¬ 
cian  and  hospital  to  comply  with  the  re¬ 
quirements  of  the  item-by-ltem  method,  the 
optional  method  described  In  1 406.483(c) 
would  be  applicable.  The  uniform  percent¬ 
age.  described  In  1406.483(c)(3).  that  te 
applied  to  the  total  charges  for  procedures 
for  a  medicare  patient  vrhlch  Involved  the 
hospital-based  physician's  service  Is  com¬ 
puted  by  dividing  the  physician's  compensa¬ 
tion  for  Part  B  type  services,  as  ascertained 
In  accordance  with  paragraph  (a)  (3)  above, 
by  the  hospital's  toUl  blUlngs  for  all  such 
procedures  to  be  rendered  for  patients  In 
the  coming  year.  This  latter  amount  can 
properly  be  estimated  by  adjusting  data  on 
such  billings  for  the  previous  year  to  take 
account  of  anticipated  changes  In  the  vol¬ 
ume  and  of  the  procedures  to  be  performed 
during  the  coming  year  and  other  factors 
that  will  affect  the  amount  billed. 

(2)  The  schedule  of  the  customary 
amounts  billed  by  the  hospital  for  the  pro¬ 


cedure  and  the  uniform  percentage  as  com¬ 
puted  will  be  submitted  by  the  hospital  and 
the  physician  to  the  Part  A  Intermediary  and 
the  Part  B  carrier  together  with  a  brief  de¬ 
scription  of  the  derivation  of  the  uniform 
percentage.  Kxplanatlon  accompanying  the 
submission  should  Include: 

(I)  An  estimate  of  the  amount  that  would 
result  from  the  application  of  the  uniform 
percentage  In  the  coming  year  If  applied  to 
the  aggregate  amount  billed  by  the  hospital 
for  all  inoceduies  rendered  by  the  depart¬ 
ment. 

(II)  An  estimate  of  the  physician's  com¬ 
pensation  for  Part  B  type  services  for  the 
coming  year  (as  described  In  paragraph  (a) 
above). 

(e)  Approval  of  schedule  of  Part  B  chargrs 
computed  under  the  optional  method.  The 
Part  B  carrier  would  approve  the  uniform 
percentage  computed  In  aooordanoe  with 
subsection  (d)  If  It.  with  the  advloe  of  the 
Part  A  Intermediary,  concurred  In  the  physi¬ 
cian’s  and  hospital’s  determinations  under 
subsections  (d)(8)(l)  and  (d)(8)  (11)  and 
provided  that  the  respecUve  amounts  so 
determined  are  not  significantly  dlffarent. 

[PJt.  Doc.  68-7143;  Piled,  June  27.  1806; 

10:17  am.] 
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